HUMAN RESOURCE DEVELOPMENT - A KEY TO SUCCESS

Human resource development is the process of
[ increasing the knowledge. skills. and capacities of all
the people i a sockety, In econamic terms. 11 can be
deseribed as the accumulation of human capital and
[its effective investment in the development of an
econcmy. In poelitical lerms. human resource
development prepares people Tor adult participation
mn political processes. particularly as citivens in a
democracy, From the secial and cultural points of view,
the development of human resources helps people 1o

lesud fuller and richer lives, less bound by tradition, In
shor, the processes ol humuan resource developmem
unlock the door Lo modernization,

Emerging Trends and Influences

The reason for the inereased importance of HRD in
[ achieving sociceconomic development lies largely in
the emergence of “knowledge work” technological
[advances and the demuand for information. and
i slobalization.

| The skills of a nation' s workforce and the quality of it
infrastructure are what make it unigue, and uniquely
attructive. in the world economy. Invesuments in these
relatvely immobile factors of worldwide praduction
are what cluelly distinguish one nation from another;
muomey, by contrast, maoves ¢asily around the world. A
workforee that 15 knowledgeable and skilled at doing
complex things: and which can casily transport the
frudes of it labors into the global economy . will entice
elobal money o1

A appreciuble part of the workforce of highly
industrialized countries consists of “knowledge
workers.” Even if not accounting lor the mujority of
the worktorce, they are vital because it s the
application of knowledpe which determines the
productivity of their socigties, The inportance of
knowledoe wark 1 reflected inthe Factthar in the rich
ccofomics mare than hall of the wial GDP s
knowledpe-based, und 80 percent of new jobs invalve
knowledge work, However, os vet there are only o fow
Asian countrics with an appreciable number of
knowledze workees. Creating the right environment
tor the emergence of such workers will be an impartam
consideration in Asiaoin the next century, Many of the
rich ceonomies in Asia are reviewing their cducation
systems with a view o making the changes needed 1o
produce creative individuals who will increasingly add
value to the economy. An individual’s competitivencss
in the job market, as well as the competitiveness of
enterprizes and industries, will depend moee and more
[ em the pequisiton and application of knowledge,

| Technology, Information and Globalization

Fechnology including the information revolution and

globalization, contimue to exerl major effects on HRT?
Muany enterprises have claimed that the benefits of
technoloey have not matched the cost of investiment
in it. The reason for this 1o most cases is thal
technology has not been used praductively or
usefully, Technology per se 1s not productive, and
does not add value unless there ure people who can
use 1t productively. Total Tactor productivity in the
mapor economies i estimated o have declined since
the mid 1970 and growth has been expluned i woms
of labar and capital inputs, with the comribution by
technology being considered relatvely miner,

Implications for Employers

Phe issue for emplovers (and for employvees and
cconomies) toes beyond the need w uperade the skills
al the current workfarce. 10is alse necessary 10 equip
uture entrants to the workforee with the requisite
ciucation which makes them "trainable” for cmerging
and constantly changing skills reguirements
Improvements have o be equally qualitative aswell,
Emplovees need to be endowed with the capacily w
move from one skill o anether as cach one becomes
obsolete. und to develop the cognitive, wnulvticul and
imterpersonal skills reguired to work inoa modern
organization and as the economy progresses from one
level of development to another,

Four sitwatiens are discernible amang developing
countries 10 Asue The first consists of countries with
high adult illiteracy rates (cspeciallv amons women)
e comntries with over 440 percent adult slhteraey rutes
fas ol [995) are: Nepal 73 percent, Bangladesh 62
percent, Pakistan 62 percent, India 48 percent and Laos
B3 percent, The consequences of pervasive illiteracy
T countey s capaciny W move up from a low-waoe,
low-skilled economy o valuesadded acuvities are
obvious. A second eategory consists of countres
which have experienced high erovwih rates doring the
Last decade and have high Beracy rates, but with los
levels of secondary cduculion constraining rthesn
ability to move bevond low lechnolozy and hasic
service activilies: In some of these countries, a very
high percentage of workers have had only a primary
cducation andfor o minuscule percentase ol them have
umdergone vocational truining in any stroctured way
A third catezory consists of counteies which have
advameed rapldly, are paying particular attention 1o
education and skilks and are nvesting heavily i them,
bt sulfer shoraees of skilled andfor unskilled workers
because ol their rapid industnalization (Kores,
Singapore, Maluyvsiay A fourth category mav be
suggestad as bewng represented by Burma, Sni Lanka
andd the Philippines with hugh lieracy and secondary
school enrolment rates and zood levels of ey
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A WORD FROM THE CENTER

This month’s report on human resource development has o threefold
purpose: O bt provides interesting information: (21 i advances o
provecative arpument; and (39 10 showeases American coltural pluralism
in the realm of ideas: Which 1s o say: there are some who would find s
thesis completely wrong.

Showlud busingsses become educational mstiutions? Should companies
award dearees? Does “Fast Food University™ have a place among the
trichitonad fiberal arts campuses” Is the plulosophy major obsolete”

Persanally, 1 fervently hope not 1 would argoe — and not just because
my BoACis a0 philosephy — that we ought net 1o rain an entire generation
fo be naomowly responsive toa business paradigm that may be outmoded
by the time the Tast of its members sits for exams,  Instead, we should
Focus an general critical thinking skills that equip students to = learn how
toy learn.” no matter how much their environments change

A liberal education 15, no doubt, o luxury, There™s an excellent and
elaborate quote by John Adams, second President of the U.S.. which.
melesanthy summarieed, amownts to fus assessment that he must study
polities and war so that his children may study commeree and agriculture,
and e children may stody poetry and mosic, Perhapsit's indulgent o
advacate poetry courses while crineal 1T jobs go unfilled, Bt perhaps
an “edeacated unemploved” labor pocl and & “hlinkered technical™ one
aren’t the omly Choices. As they say inthe “Intro o Homanites” courses;

lar s diseuss,
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Futh Bennett
Deputy Director

{Continued from puage f)

educanon, Bur they fatled 1o develop for reasons outside the scope of
this paper: though the Philippines s at Jeast now launched on the path
progress. In the case of Sr Lanki, even thoush tertiary cducation is
aviilable and Free for everybody, the education system was less seured
thao it should have been w limking up with job reguirements; resulting in
cducated vnemploved people and acute socaal and pohitical tenswons and
disritplivms,

[U s tsrruetive e note that the formier centrally-planned East European
eeonomies have well-educated workforees: It is estimated that their
primary and secondary educanion svstems “are nearly as good as those
ol industriahzed commries, and far better thin those of many fast-growing
developing economies, Consequently. these countries have a significant
advantare oversome fust-developing countries i attracting higher value-
added investment. absorbang new echnologies, and adapting o new
skills requirements through trwning, Same of the problems they face -
suchos pohocal ones and the lack of mapagement skills 1o cope ina
compeniive environment — are also ones faced by other countries in
trasabion oo markiet economy

Human Resource Development for Socioeconomic Development

[f, i the past, planmers Gailed woniake mvestment oy HEDY a central theme
of development strategics; it was due partly 1o the difficulty of
dhistingshing between what parl of HELD represents an investment and
whal purt represents consumption. While investment in human resources
promoles ceonomic growlh, o country s econamic capacity also
determines its ghility o vest inats human resources., so that

“A cood educanonal system may be the flower of
ceonomie development, but it 12 also the seed.”

Several cwrcumstances, as illustrated by the follewing. account for HRL
HOW QCCURYING Center singe;

* Barlier development strategics which larsely neglected the <ocial
aspects of development did Titthe o promote growith, and tus resuoled
in political and social unrest in several countries.

= High productivity depends on the guality of human capital (and on
how human resources are used) — a lesson e be leamed from the
developed countries. As cantended by Peter Drucker, productivity
is-arguably the most important secial event in developed countries
in the past hundred vears,

* Education. management and training shorten the timespan within
which a country with low wage costs can achieve higher productivity,
thowgh with hagh productivity wages will mise.

= HRED (including easy access o education) contrthutes o a more
eyuitable distribution of income. 11 thereby negates the necessity for
compulsory redistributive measures (such as through the tax system),
which usually have negative consequences,

* There hus been a steady decline in the importance of other factors
such ws natural resourees, i creating national wealth,

= Sharter product life, and the consequent need for workers to be able
i absorb new skills guickly, affeet education and training needs.
Education has o contribute 1o trmnability; education dogs not cease
with school oruniversity: methods ol eaching adules have assumed
importance, and employvers need o myvest 0 rwming and retraning.

* In malure economies, a lack of investiment in education and iraining
increases the risks of unemployvment. as well as wide dispanty in
ITICEEe s,

* Information and advances in other technology have increased the
demand for intellizgent workers who cun extract the most oul of
technolopy, as well as for people at higher levels to create and adapt
technology to new uses,

Emplovers, long sceastomed o leaving il o govermments or 1o privaie
educational institutions to determine the direction and quality of
cducation, now have erealer opportunites (and the need) 1o exercise
influence in view of the changing needs of education flowing from
elobalization, From a lang-tecm point of view, Asian employers would
need o think about making some investment in education themselves.
The relationship berween HRD and research and development needs 1
be empbasized. In the LS. for example, businesses have become
significant educational institutions. accounting for about hall of the
country’s expenditure on higher education, Since the mid- 19805,
corporiate spending on education has increased hy five percent o véar,
and businesses now spend about 530 billion a vear on educatien and
training, Consequently, the American Couneil on Bducation has extended
“credits” 1o abowt TOOO company classes, which ¢an be used towards
obtaining university degrees. A few companics have even conimenced
awarding their own degrees, while others have estublished tormal relations
with educational institutions and have even designed academic courses
sorthat stodents will be 1 for eroployment. Estimates are that productivity
ouins [for companics {rom investment in education are twice thai of
investment in plant and machinery: and that the gains are even greater
wiven the impact on emploves morale.,

1t 1% surprising that numerous countries throughow the world have Tailed
to fearn from the experiences of the rich economics und of the more
recently industrialized countries that sustained investment in humin
capital is needed for competitiveness and growth. This situation is now
changing with globalization, increased investment and wade, and the
spread of technology. Investment in human capital is of course no
guarantes of development it other relevant policies are inappropriale or
are not property implemented. But wathout the right Kind of human capntal.
other policies {economic, trade and investment) will fail to deliver growth.
or growth will come tooa halt as soon as cheap labor and other resources
ceise to be critical to the next stage of development. Since the time taken

(Continued on page 3}
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for investment m human capital 1o hear from s, compared w other
investments, relatively long, the planning period has also w be
necessarily long and timely. Further, unlike inest other résources, human
capital does not waste or dininish in value through use: on the contrary.
its value enhances,

How HRE Affeets Company Performance

Everyong agrees thet human resources add organizational value, Bu
pinpainting is botwom-line impact presents multiple challenzes. “While
many studies show o relationship between HR practices and profits, few
researchiers have provided msight on how this relationship works,” savs
Patrick M Wright of Cormell,

When Ken Carnig. Chief Admaistrative Otficerat Svseo Corporation, a
large food service corporation based in Houston, approached Wiighi
ahout conducting an employee climaie survey, he and his research team
proposed an expanded stady to assess how human resources affects
campany performance.

Wright and his Cornell colleagues, Tim Gardner smd Lisa Maoynihan,
studied employees at 30 of Sysca’s autonomous business units, cach of
wlich generates annual revenues of 5330 10 57K million: Syscommntains
relatively simall business units w build entreprencurial spirit wmong unit
presidents and provides business unit presidents with tremendous
autonomy. Free 1o manage employess as they see fit, individoal Svaco
business units desagn, develop, and implement their own HR practices
such as selection, pay. performance management, training and
development.

“Syvsco's management philosophy of “earned autonomy” and structure
destgned w promote entrepreneurship provides a perfect venue to swudy
how HE pracuces work o creale o more profitable company.” says
Wright, Tt provides a setting where many sources of extraneous varance
such as size, technology, and products are contrelled, while grew
variation exists in the wopics of interest: HR practices and perlormance.”
The researchers surveye d emplovees, who averaged 13 per COMmpiny.
ahout their company s HR praciices {whethe rmt_ht specific HR practices
existed for their job category: applicant interviews, promaotion
opportunitics, formal tests betore hiving, training, annual formal
evuluution, performance-hased pay raises, performance-hised bonuses,
participation in gquality improvement), and their organizational
commitmeant, In addition. Sysce provided the researchers with
performance information about workers™ compensation expenses, quality,
shrinkage. productivity, operating expenses and profitability for the three-
to-niae-month time frame after the suevey data were collectad.

The analysis revealed that two key factors — HR practices and
crgunizational commitment — were significantly refated o company
pperaling perlormance, operating expenscs and pretax profits. Their
resules also show thal HR proctices build organizationa] comniitment —a
positive work attitude and willingness w go beyond the call of duty for
the good of the organization. Conunitted emplovees demonstrate preater
creativity, productivity, and discretonary effort, all of which result
improved operating performance and profitability,

Ui conelude, it is easter to say “People are the greatest asset” than it is
to put that bebig! into “messurahle action.”” There s no doubt that in
ptany industries the nest major competitive edee will be 1o maximize
hurman resources, and companies that leamn to continuously develop
hwman resources nat only stand a greater chance o survive in woday's
elobal trade syseem, but will also be more profitable.
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